10 


NOVEMBER 21, 


1977 


The real reason why 


Carter was afraid to prosecute 
Richard Helms 
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By Tad Szule 


ke desire to preteet the Central Intelli- 

gence Agency’s vast worldwide financial network— 

probably its most jealously guarded major secret in 

the last 30 years—was the overriding reason for Pres- 

ident Carter’s decision not to prosecute former CIA 
Director Richard McGarrah Helms for having lied to a Senate 
committee concerning the agency’s role in Chile. 

Rather than risk a trial in which immensely sensitive informa- 
tion concerning the c1a’s financial affairs could come out into the 
open, Carter agreed to let the Justice Department negotiate a deal 
with Helms under which he pleaded nolo contendere (no contest) to 
two misdemeanor charges of having failed to answer the senators’ 
questions fully and completely. The charges stemmed from Helms’s 
1973 testimony on the covert handling of funds in Chile as part of 
a US. effort to interfere in elections there three years earlier. 

The White House explanation for this controversial plea copping 
solution was that it upheld the law “but also serves the interests of 
national security.” No further clarification was given. This article 
will show the precise reasons behind the presidential decision. 

When the decision was announced on October 3], the president 
had been caught for nearly a year between powerful pressures to 
exonerate the 64-year-old Helms on “national security’? grounds 
or to allow justice to take its course. On one hand, a federal grand 
jury in Washington was ready to indict the ex-cia chief, and failure 
to prosecute him could have been seen as a cover-up. On the other, 
Carter was faced with the likelihood that a trial might disclose the 
c1a’s huge financial manipulations and point to still unsuspected 
clandestine enterprises. 

The grand jury to whom the Helms case was presented, iron- 
ically enough by former President Ford’s Attorney General Edward 
H. Levi, had been sitting on it since the spring of 1976. However, 
its actions had been at a virtual standstill when Carter, on taking 
office, reserved his right to rule on a possible prosecution. 

The White House feared that disclosures of the c1a’s globe- 
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girdling financial activities would not only paralyze the agency’s 
operational capabilities—the cia simply cannot function effectively 
without secure and deeply concealed channels for the massive 
movement of money around the world—but, even more, would 
embarrassingly spotlight the very considerable involvement of 
some of America’s leading banks, financial institutions, and multi- 
national corporations in top-secret intelligence work abroad. This, 
in turn, would have led to international scandals, severely dam- 
aging the good name of the U.S. banking system. 

Seemingly, the c1a has left no American institution untouched 
and untarnished—from universities, scientists, and journalists to 
bankers and businessmen—in its greed for the control of intelli- 
gence. From what is already known, quite a number of famous 
American banks, investment houses, and corporations, to say 
nothing of currency dealers, have willingly and enthusiastically 
served the agency’s needs. 

Moreover, knowledgeable sources do not rule out the possibility 
that cra financial channels were used to “launder’’ Richard Nixon’s 
reelection campaign funds overseas, both in the context of Water- 
gate and subsequently. Late in October of this year, a currency- 
dealer company with longstanding cia links was indicted in San 
Francisco for illegally bringing almost $11 million in dollar bills 
from the Philippines to the United States between 1973 and 1976. 

Carter was also concerned that a Helms trial might result in the 
direct implication of former Secretary of State Henry Kissinger in 
the Chilean conspiracy. Helms had been quoted as threatening to 
bring Kissinger “down with me” if he were indicted and tried, and 
Carter may well have shuddered at the idea of seeing a famous ex- 
secretary of state in the dock. 


he Kissinger factor was by no means 
negligible, and not only because of the image problems 
it would have created for U.S. foreign policy. It was 
one thing to try to imprison John Mitchell, Nixon’s 
hapless attorney general and 1972 campaign manager, 
for his Watergate-related misdeeds. But it would have been another 
matter to allow Kissinger, who might also have been charged, to 
be inserted into criminal proceedings specifically tied to his decision- 
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making as the White House national security adviser and secretary 
of state. Kissinger certainly was a policy-maker on Chile, and 
there are lawyers in Washington who think that Helms (who is 
represented by the highly adroit Edward Bennett Williams) might 
well have claimed in court that he was simply executing Nixon- 
Kissinger policy decisions and that he lied as part of an orchestrated 
White House attempt to disclaim any U.S. responsibility for the 
political subversion of the leftist candidacy of Salvador Allende 
Gossens, whose election Washington had sought to prevent at 
all costs. 

In fact, Carter could ill afford to take on Kissinger, and this situ- 
ation, quite apart from national security considerations surround- 
ing the cia’s financial affairs, favored Helms. From the outset, 
Carter has accepted Kissinger as an elder statesman in foreign 
policy, seeking his advice on matters ranging from the Middle East 
to negotiations with the Soviets on a strategic arms limitation 
agreement, and inviting his public support for the controversial 
Panama Canal treaty. (Kissinger grandly granted it.) 


he “outsider” Carter also quickly com- 

prehended the political reality of Washington: the 

power of the Establishment that instantly closed ranks 

behind Helms and Kissinger. Nixon’s men never be- 

longed to the old elite; Helms and Kissinger were 
accepted, and were thereby much less vulnerable and much more 
protected. 

To the traditional Georgetown Establishment, which remains 
unruffled by the comings and goings of administrations, Watergate 
was a shoddy affair. But the case of the cla and Helms was some- 
thing else again. In the first place, there are close ties—often social 
and family—between Georgetown and the cia, going back to the 
heroic wartime days of the Office of Strategic Services (oss). Much 
of the oss in the early period was recruited from among well- 
connected young lawyers in Washington and New York’s Wall 
Street, well-born journalists and Ivy League graduates. (Helms, 
for instance, was Williams College ’35, then spent the prewar years 
in Europe as a United Press correspondent, an interview with 
Adolf Hitler becoming one of his big scoops.) True, cia “excesses” 
were quietly deplored in Georgetown when the scandals emerged 
in Senate investigations since 1975, but nobody really doubted the 
agency’s patriotic purposes or Dick Helms’s personal integrity. 
“Tf, indeed, he committed perjury,” a friend said recently, “it must 
have been in the national interest.” Helms told the court on October 
31 that he was caught between his oath to protect c1a “methods” 
and lying under oath to the Senate committee. He chose the latter, 
and the law went against him even though Carter let him escape 
a trial. 

Attorney General Griffin Bell was quoted in an interview last 
month as saying that constant pressure had been applied to him 
by the Washington Establishment on Helms’s behalf. The Los 
Angeles Times listed W. Averell Harriman, Georgetown’s Demo- 
cratic doyen; former Vice-President Nelson Rockefeller (who also 
is Kissinger’s closest friend); css commentator Eric Sevareid; and 
Time magazine bureau chief Hugh Sidey as being among Helms’s 
most ardent defenders. So were many Democratic and Republican 
senators who had been telling Bell that he did not “‘understand the 
system” and that “you can’t indict a man who has had 35 years of 
public service.” 

In the end, however, Carter’s decision hinged on “national 
security” and the concern that a trial might compromise the c1a’s 
financial operations—and more. There have been cases in the 
past when the c1a prevailed upon the Justice Department to drop 
prosecutions in treason and espionage cases to avoid courtroom 
situations in which the agency’s “sources and methods” could be 
damagingly revealed. (In fact, the c1a and the Justice Department 
signed a secret understanding in 1962 to stay out of each other’s 
way.) Inasmuch as the 1947 National Security Act, which created 
the cia, provides that its director has the responsibility for protect- 
ing the agency’s “sources and methods”— including the main- 
tenante of secrecy over its budget and how the money is spent— 
the whole effort to prevent an indictment of Helms bore directly 
on this point. 


he charges, as presented to the grand 

jury more than 18 months ago, were based on Helms’s 

statement to the Senate Foreign Relations Committee 

on February 5, 1973, that contacts between the cia 

and the International Telephone and Telegraph 

Corporation in the Chilean situation were only “for the purposes 

of the acquisition of information and things of this kind.’ Helms 

was being questioned by the senators about cla-ITT connections 

because of earlier disclosures that the giant communications com- 

pany, which feared that a leftist government in Chile would na- 

tionalize the telephone company owned by irr there, had offered 

Helms $1 million in its own funds for subversive actions designed 

to keep Allende from being elected. The c1a turned down the offer, 

but agreed to help rrr channel $350,000 to Allende’s opponent, the 
conservative candidate Jorge Alessandri. 

This was discovered by the Senate Select Committee on Intelli- 

gence, which said in its 1975 report that the cra had ‘“‘advised iT 


The age of agents 
carrying suitcases 
full of money 


has been replaced 
by sophisticated 
banking methods. 


as to ways in which it might safely channel funds” to Alessandri’s 
campaign. The report added that rrr used the channel proposed 
by the cia and that “the cia was informed of the extent and the 
mechanism of the funding.” This discrepancy, between Helms’s 
testimony and the Senate committee’s subsequent findings, led 
the Justice Department under Levi to conclude that Helms may 
have been guilty of perjury. 

(The delay in the Helms case also brought to a standstill a parallel 
federal grand jury investigation of charges that ITT, its chairman 
Harold Geneen, and other company executives committed perjury 
and fraud in claiming—and receiving—$94 million in insurance 
payments from a U.S. government agency after its Chilean hold- 
ings were nationalized. The payment would most likely have been 
refused had the government agency—the Overseas Private Invest- 
ment Corporation, known as opic—been aware that rt, in viola- 
tion of its insurance contract, had interfered in Chilean politics. In 
testimony before a Senate subcommitee in April 1973, Geneen 
denied that rrr had contributed money “‘to any person or to any 
agency of any government to block the election of Dr. Allende.” 
Asked whether itt had ever made political contributions to a can- 
didate or to a party in Chile, Geneen replied,‘‘Absolutely no.” ) 

In a trial, the White House feared, Helms would have been 
forced to reveal not only how the rrr funds were channeled by the 
cia to the Alessandri campaign in Chile in 1970—perhaps a minor 
point in itself—but also how the agency has poured its money clan- 
destinely into that country since 1964, when the United States first 
became engaged in covert political activities there. The total thus 
expended in Chile is believed to be close to $20 million. 


eyond the Chilean operations loom the 
whole skein of c1a worldwide financial relationships— 
the hidden transfers of vast sums of money to finance 
subversion, revolutions, coups d’état, paramilitary 
operations, bribery, and payments to foreign agents 
agents—that the agency would not want to come to light under any 
circumstances. Such revelations could destroy many of these 
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arrangements and cause untold harm to institutions that have 
cooperated with the cia for “national security reasons.” 

With rare exceptions, the age of agents carrying suitcases full of 
money from country to country is gone. It has been replaced by 
highly sophisticated banking methods under which funds move 
around the world, invisibly and untraceably. On the highest level, 
the cia, probably using a domestic “front”? person or company, 
deposits the sums it needs in American bands for transfer to covert 
operatives, or “cutouts,” abroad. Care, however, must be exercised 
to make these transfers appear to be legitimate transactions: The 
cia, which does not care to share its secrets with other government 
agencies, cannot be exposed to investigations by federal bank 
examiners or the Internal Revenue Service. To provide adequate 
cover for the transfers, top banking managers must be fully cooper- 
ative and have complete knowledge of what they are doing. 

There is nothing illegal in these banking operations, but the 
banks themselves, particularly those with branches overseas and 
especially in Third World countries, could be in serious trouble if it 
became known that they serve as cA channels. Their branches 
could, at worst, be nationalized or closed down. According to an ex- 
pert in this field, “you will find that every major—and lots of minor 
—American banks have been involved as cia channels.” 


ultinational corporations also 

frequently serve as CIA money conduits, just as 

they provide covers on occasion for agency op- 

eratives in their foreign offices. The funds are 

; usually turned over to the corporations in the 

United States and paid to cia representatives in foreign cities. But, 

again, these transfers are disguised. In the case of Chile (aside from 

the rrr contributions) and prior to the Brazilian revolution in 1964, 

much of the money was delivered through the multinationals: In 

Chile in 1970, funds were passed in some instances through Brazil- 

ian branches of the multinationals to make them even more difficult 

to trace. On a few occasions, however, Chilean pesos were quietly 

purchased by cra operatives through branches of American banks 

in many South American countries and hand-carried across the 
Argentine border despite risks of discovery. 

Investment houses are another conduit. According to the ex- 
perts, there are investment houses.in New York and elsewhere that 
have the “infrastructure’’ to move cra funds easily; that is, because 
they have joint ventures with foreign companies and handle invest- 
ments abroad, they provide a highly confidential vehicle for trans- 
ferring CIA money. 

A specific case in point is an American-owned investment house 
with offices in New York, London, Geneva, Buenos Aires, and Rio 
de Janeiro which is known to have been long active in handling 
cia funds. This institution, in turn, has on its board of directors 
representatives of one of the largest Wall Street investment compa- 
nies and of a major stock brokerage firm. These are also known to 
be close to the c1a. Another Wall Street firm with traditional inter- 
national links has likewise acted on the c1a’s behalf. 


n another level, the CIA has been extern 

sively using the services of Deak & Co., the largest 

American firm of currency dealers. Based in New York, 

Deak & Co. has offices in some 20 cities in the United 

States and abroad, including, most conveniently, Wash- 
ington, San Francisco, Los Angeles, Miami, San Juan, Toronto, 
Vancouver, Honolulu, Zurich, Geneva, Vienna, London, Tokyo, 
Hong Kong, Macao, and Guam. Deak’s principal advantage to the 
cia is that, unlike commercial banks, currency dealers are not 
under the jurisdiction of federal bank examiners. 

The Deak-c1a relationship dates back to the end of World War 
u, when Nicholas Deak, a Hungarian-born oss operative, went into 
the currency business, allegedly with the support of the intelligence 
community. Over the years, Deak & Co. secretly moved cia funds 
to finance such enterprises as the overthrow of Iran’s Premier 
Mossadegh in 1954 (this was handled through Deak offices in 
Geneva and Zurich, and, through a friendly representative in 
Rome), operations in the Congo (now Zaire), and the agency’s 
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wartime work in Vietnam. According to knowledgeable sources, 
the cia gave Deak dollars in Washington and received piastres in 
Saigon at a black-market rate. 

Between 1969 and 1975, Deak transferred at least $8.3 million in 
secret payments by the Lockheed Aircraft Corporation to its agents 
in Japan as part of the now famous campaign to bribe Japanese 
government officials to buy its airplanes. One of these Japanese 
agents was Yoshio Kodama, a man with close ties to the U.S. intel- 
ligence community since the end of the war. Lockheed and the cia 
had their own longstanding relationship, what with the aircraft 
company building the u-2 and sr-71 spy planes for the agency. 
There are indications that the cia knew and approved of Lockheed’s 
dealings through Deak & Co. 

It is also possible that some Deak personnel were involved, to- 
gether with the cia, in the “laundering” of illegal funds for the 
Nixon reelection campaign in 1972. Washington sources say that a 
large amount of cash in brand-new $100 bills was purchased by 
unknown parties from the San Francisco branch of the Federal 
Reserve Bank and carried to Hong Kong. A courier then reportedly 
delivered the same amount of cash to the offices of a small chemical 
firm located in the same building in Washington where Deak & Co. 
are installed. The money, these sources say, subsequently found its 
way to the safe of Maurice Stans, then the finance chief of the Nixon 
reelection campaign. All this may explain in part why Nixon had 
been so anxious from the day of the Watergate break-in to keep the 
CIA out of the picture. 

What other bizarre activities Deak & Co. may have conducted 
since 1972 are not known. On October 19, 1977, however, a federal 
grand jury in San Francisco delivered a 382-count criminal indict- 
ment against the firm’s San Francisco office and its former general 
manager, Willi Beusch. 

The charge was that Deak & Co. had ‘‘willfully”’ failed to report 
to the U.S. Customs Service the transportation of more than $10.9 
million in currency from Manila to San Francisco, Los Angeles, 
and Honolulu between 1973 and 1976. The currency had been sent 
to the three Deak offices in envelopes marked “documents” by a 
Manila stockbroker named Arthur Giminez. This was in violation 
of the 1972 Bank Secrecy Act, which requires that reports be filed 
with Customs for currency exceeding $5000 shipped in or out of the 
United States. As far as is known, Deak & Co. has never explained 
whose money it was and for what purpose it was being transported. 
The larger unanswered question is why as sophisticated a firm as 
Deak & Co. risked criminal proceedings to move these funds. 


side from international financial deal- 

ings, a Helms trial could have disclosed the nature of 

various CIA operations. Intelligence experts believe 

that by tracing the movement of funds, foreign ser- 

vices could identify specific cia operations abroad. 
This was another of President Carter’s concerns in weighing the 
Helms decision. 

Finally, cta methods in domestic operations could have come 
into undesirable light if Helms had been tried—not only the 
agency’s network of “proprietary” firms, a matter already investi- 
gated by the Senate Select Committee on Intelligence, but, for 
example, how the agency paid the late Howard Hughes’s Summa 
Corporation for the building and operating of the Glomar Explorer, 
the ship used to raise a sunken Soviet submarine from the bottom of 
the Pacific Ocean. 

The cia budget is a secret (it is believed to be about $10 billion 
annually), and appropriations for the agency are concealed 
throughout the federal budget. It has never been audited by the 
General Accounting Office, and the administration is highly reluc- 
tant to have it revealed. A public discussion of internal c1a finances 
and methods could have disclosed not only how much the Glomar 
Explorer cost and how the money was transferred to the Summa 
Corporation, but the existence of other top-secret agency under- 
takings. 

In the end, Carter had a choice between his concept of national 
security and the principle that the law applies to all citizens, in- 
cluding Richard Helms. The president chose a middle road—a 
compromise between the two clear courses available to him. Gy 
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